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§38.651

§38.651 Protection of markets and
market participants.

A designated contract market must
have and enforce rules that are de-
signed to promote fair and equitable
trading and to protect the market and
market participants from abusive prac-
tices including fraudulent, non-
competitive or unfair actions, com-
mitted by any party. The designated
contract market must have methods
and resources appropriate to the na-
ture of the trading system and the
structure of the market to detect trade
practice and market abuses and to dis-
cipline such behavior, in accordance
with Core Principles 2 and 4, and the
associated regulations in subparts C
and E of this part, respectively. The
designated contract market also must
provide a competitive, open and effi-
cient market and mechanism for exe-
cuting transactions in accordance with
Core Principle 9 and the associated reg-
ulations under subpart J of this part.

Subpart N—Disciplinary
Procedures

SOURCE: 77 FR 36700, June 19, 2012, unless
otherwise noted.

§38.700 Core Principle 13.

The board of trade shall establish and
enforce disciplinary procedures that
authorize the board of trade to dis-
cipline, suspend, or expel members or
market participants that violate the
rules of the board of trade, or similar
methods for performing the same func-
tions, including delegation of the func-
tions to third parties.

§38.701 Enforcement staff.

A designated contract market must
establish and maintain sufficient en-
forcement staff and resources to effec-
tively and promptly prosecute possible
rule violations within the disciplinary
jurisdiction of the contract market. A
designated contract market must also
monitor the size and workload of its
enforcement staff annually, and ensure
that its enforcement resources and
staff are at appropriate levels. The en-
forcement staff may not include either
members of the designated contract
market or persons whose interests con-
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flict with their enforcement duties. A
member of the enforcement staff may
not operate under the direction or con-
trol of any person or persons with trad-
ing privileges at the contract market.
A designated contract market’s en-
forcement staff may operate as part of
the designated contract market’s com-
pliance department.

§38.702 Disciplinary panels.

A designated contract market must
establish one or more disciplinary pan-
els that are authorized to fulfill their
obligations under the rules of this sub-
part. Disciplinary panels must meet
the composition requirements of part
40 of this chapter, and must not include
any members of the designated con-
tract market’s compliance staff or any
person involved in adjudicating any
other stage of the same proceeding.

§38.703 Notice of charges.

If compliance staff authorized by a
designated contract market or a des-
ignated contract market disciplinary
panel determines that a reasonable
basis exists for finding a violation and
that adjudication is warranted, it must
direct that the person or entity alleged
to have committed the violation be
served with a notice of charges and
must proceed in accordance with the
rules of this section. A notice of
charges must adequately state the
acts, conduct, or practices in which the
respondent is alleged to have engaged;
state the rule, or rules, alleged to have
been violated (or about to be violated);
and prescribe the period within which a
hearing on the charges may be re-
quested. The notice must also advise
that the charged respondent is enti-
tled, upon request, to a hearing on the
charges.

§38.704 Right to representation.

Upon being served with a notice of
charges, a respondent must have the
right to be represented by legal counsel
or any other representative of its
choosing in all succeeding stages of the
disciplinary process, except any mem-
ber of the designated contract market’s
board of directors or disciplinary panel,
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